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Terms of 
referenoa. 


1 . 

Tbe Hoad Tranepor-^ Ttestt^ldfVSfesgwl^ Oommlttee 
appointed ty the Government of Tjodia[in the Mnlatry of 
Transport to undertake a detailed examination of all aapeots 
of taxation’on motor vehioles with a view to reoommendlng 
prooedural, legal and constitutional reroedle.g neoeseary for 
ensuring the development of road transport consistently with 

I 

the general development of the country» 

2* The main reasons lfhat led to the appointment of the 

' ♦ 

Committee are set forth in the resolution of the,Jffinistry 
of Transport ( yQ.21"»T(42) /61, d ated the 6th September, 1965) 
(Annexure l)* The resolution explains that subsequent to 
the publication of the Export of the Taxation Enquiry 
Oommlttee in 1950? the rates of taxes affecting the hperation 
of motor vehicles have been increased, both by the’Central 
and State Governments? from time to time and new levies such 
as the taxes on passengers and goods carried by road, also 
introduced. It had been represented that these Increases 
coupled with difficulties on account of multiplicity of 
taxes and of collecting agencies, procedural formalities eto. 
were factors which acted as disincentives to the development 
of road transport in this country* 

3* The terms of reference given to the CommittoG were 
as followsi- 

a) to examine the present oost of operation for haulage 
of passengers and goods by road transport, including 
the element of State and Central taxesj whether it 
has beoom^disincentive to the healthy development 
of 'road, tranaport—and if so, to what extent} 
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to examine whether there is Justifioation for 
correlating the rates of motor vehiole taxes 
with reference to the types of fuel (petrol or 
diesel) used and area of operation; 

o) 

to survey the existing administrative machinery and 
the prooedures connected with the levy and oolleotion 
of taxes, tolls eto* on motor vehicles in the States 
and examine whether they hinder the smooth movement 
of vehicles; 

cL) 

to recommend the principles pn which Motor Vehicle^ 
Taxation should he hased and also the level of 
taxation whiob will ensure adequate provision and 
development -of efficient and economic road transport 
services in the country; 

e) 

to suggest any changes in law and procedure that may 
he required to give effeat to any recommendations 
that may he made; and 


to make any other recommendations germane to the 
suhjeot matter of the enquiry. 

Compos ition*4« 

The composition of the Committee was as follows*-*- 

1. 

Dr. BcV. Keakar Chairman 

2* 

Shri G. Eamachandran, 

Secretary to the Govt, of Ifedras, 

Finance Department. <».• Member 

3. 

Shri P.N. Damry, 

Secretary to the Govt, of Maharashtra, 

Finance Department. ..." 

4. 

Shri V.M.'Bhide,®* 

Secretary to the Govt, of U.B., 

Finance Department# 

5. 

Shri S.A. lyemgar, 

Secretary to the Government of 

Andhra Pradesh, 

Home De.partment* 

6. 

Shri R.P. Naik, 

Addl. Chief Secretary to the 

Government of Madhya Pradesh. .•• ' 

7. 

Shri S. Mullik, • 

Secretary to the Government of 

West Bengal, n , 

Home( Transport ) Department. .e* 



8a Shri C,L. Mehta. 

Ohairrnan, 

Eajaathan State Road Transport Corporation eao Member 

9* Shri M.Sa Swaminathan,* 

Vioe—C'r.a.lrman 5 

Mysore State Road Transport Corporation .o* '» 

10, Major Gurjit Singh, 

Jt. Provinoiol Transport Controller, Punjab,» 

11 o Pr. Antia, 

Indian Roads {< Transport Itevelopment ise, ... »» 

12o Sbrl Kurdan Lai, 

Se c:.;-e tai'j'-Ge ncral, 

/ill India Motor Unions' Congress •» 

13, Shri U. Ealkrishna, 

Secretary, 

i^ssooiation of India Automobiles 

Manuf ao'Turers , » 

14, Shri G.R. Rajav-’ 

Member of Lok Sabha ,,, » 

15* Shri Deokinandan Narayan, » 

Member of Rajya Sabha 

1Pr. V.G. Bhatia, 

Pirector( Transport Research), 

Ministry of Transport. ,,, n 

Shri A,S* Bhatnagar, Peputy Secretary, Ministry of 
Transport & Aviation, was nominated to work as Secretary of 
the Committee on 14.9.1965, in addition to his duties in the 
Ministry, as a temporary arrangement, till a whole-time 


Note: 


Shri Y,M. Bhide of U.P. was succeeded by Shri 
B.N. Mabesbwari wie.f. 25tb February, 1966. 




Shri S. Mulllk of West Bengal was succeeded by 
Shri S.M, Bhattacbarji w.e.f. 7fh Peb. 1966. 

Shri M.S. Sv/aminatban of Mysore was succeded by 
Shri C. Narasimha Moorthy w.e.f, 25th August,1966; & 


Shri G.L. Mehta of Rajasthan was sueoeeded by 
Shri Sher Singh w.e.f, 17th October, 1966. 
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officer was appointed. Shrl Gian Singh took over a a 

Secretary of the Oommlttoe with effect from 7*12.1965* 

5# The Committee held ita flrat meeting at New Delhi 

on the 7th and 9th October,/ 1965, when It was decide^? to 

issue questionnaires seeking factual Information and the 

views of the State Governments and others interested in the 

Committee's enquiry* The Committee also noted that the 

Ministry of Transport and ilvlation had already appointed 

the following three Study Groups to deal with different 

aspects of motor transport operation 

fa) Study Group on Motor Vehicles Taxation 

(b) Study Group on Viable Units 

(o) Study Group on Road Transport Rinanclng. 

In drawing up the questionnaires, care was, therefore, taken 

that no point was included in them on which data had already 

been or was being collected for the Study Groups* 

6* There have been a number of enquiries about the road 

transport industry and taxation on motor vehicles in the past* 

A comprehensive survey was made in 1950 hy the Motor 

Vehicle Taxation Enquiry Committee* In 1955j the Taxation 

Enquiry Commission went into this matter as a part of the 

general taxation system* The Road Transport Reorganisation 

Committee also examined the question of road transport 

taxation in 1958t59* The Committee are, however, sorry to 

record that there has been practically very little 

implementation of the recommendations made by these bodies* 

even though some of these recommendations were excellent* 

The main difficulty or delay in implementation is evidently 

due to the fact that, while road transport taxation is 
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The ® eoluttaiTOf - 

many of the yrvblema facing was ur-gentj.-eince 

iheae dIff loulties were holding up-the rapid development of 
an important indastry like road -transportp In order to 
ensure that consideration is given to the problema facing road 
transport, keeping in view the practical difficulties 
of the State Governments and also their views, this Oocimlttee 
was constituted with a majority of representatives of State 
Governments* The Committee had, therefore, to see that 
practical solutions were found to the problems facing road 
transport rather than suggest perfect and ideal solutions • 
which might be difficult of practical implementation* 

In finalising its oondi^aions, the'Committee have to 
take note of the fact that conditions in the different States 
are not uniform and that consultations will have to take place 
with the State authorities and the transport industry in each 
State. As a result, the Committee have had to proceed slowly and 
cautiously in its work* 

.None of the Study Groups, mentioned above, exeept 

V 

the Study Group on Motor Vehicle Taxation, has submitted its 
report so far, Meamvhile, in view of the growing importance 
of inter-state road transport for over—all economic develop¬ 
ment; the Government of India have been understan^ly keen 
to take measures for the smooth flow of such traffic* They 
have, therefore, suggested to the Committee that while it 
:nay go into the various problems connected with road 
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report in due 

course, they would like the Oammlttee to submit an interim 
report urgently on all importst-®att.ers which come in the 
way of smooth working of road transport, namely, inter~,State 
movement of transport--and barriers‘Xike. octroi, tolls, 

y 

eheckposts etc* ' 

In the Chapters that follow, we have dealt with the 

problem of inter-vS'tate road transport and recommended 

procedures which will ensure smooth'movement of such traffic. 

The question of octroi will he examined in another report, 

whbh the Committee expect to submit shortly* 

islt td 7 , The Committee have visited uptlll now most of the 

tat (■'I« 

States of the country and have received replies to its 
questionnaire from practically all of them. They have 
been unable yet to visit Bihar, Kerala, J & K and iissam. 
k Sub-Committee visited Bihar to study the problems of the 
State and discuss the matter with the State Grovernment 
officers and representatives of the industry. The Committee 
propose to visit these States later. The Committee regret 
to say that the Government of xissara is the only State which 
has not cared to send any reply either to its questionnaire 
or to any other queries the Committee or its secretariat 
oent to them. The Committee have brought the position to 
tihe notice of the Ministry of Transport and aviation. 
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CHAPTER -2 


BgORTAH OE OF ROAP T RANSPORT 

Ihcreaae in The fii-Gt noici' vehlcTa reacb-/cl 7ndia in 16^8, 

motor vehicle 

population, T^ithin the first decade of this century, the number of 
motor vehicles went up to 45f000, After the end of the 
first W'orld Far, there was a phenomenal growth of road 
tranaporto By 1929, the-number of vehicles on the rOcOd had 
increased to 1,17,900* Because of the eoonomic ’depression' 
of the thirties and the outbreak of the second vVorld V/ar, 
there was no further appreciable growth of road transport 
in the next two decades* The number of vehicles in 1947 
was only 1,78,000 ( in British India ). After Independence, 
there was a greater emphasis on economic development and 
consequently the development of road transport took place 
more rapidly. The number of motor vehicles rose from about 
1*78 lakhs in 1947 to over 10 lakhs in 1 965-66 as will be 
clear from the following tablej- 


Year 

1 - 

1 Buses 

1 - 

1 Trucks 

{ Scooters & 

I motor cycles & 

8 auto-rickshaws 

1 Other 
j vehicles. 

- 

!! Total vehicles. 

950-51 

35,641 

83,443 

27,105 

1 , 63,223 

3,09,412 

955-56 

46,461 

1,19,097 

40,961 

2,19,041 

4,25,560 

960-61 

56,792 

1 ,67,649 

94,595 

3,45,439 

6,64,475 

965-66^^ 

70,000 

2,55,000 

2,34,600 

5,05,800 

10,65,400 


* Estimated 





Road 2* Experience during the implementation of the projects 

transport 

in Five included in our throe Pive-year Plans has shown that the 
Year Plans. 

success of our schemes depends upon the speed with which we 
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can carry goods. High priority has, therefore, to be given 
in future to the development of transport, CHir increased 
transport requirements have thrown a greet burden on the 

railways which are the biggest carriers in the country. 

\ 

Although the capacity of the railways has been Increased 
considerably during the recent years, a big gap has still 
to be bridged on account of their inability to carry the 
entire traffic offering. Next to the railways, the most 
important carrier of men and materials in this country is 
road transport. The role played by road transport in the 
implementation of our development projects has been 
significant. Whether in our steel projects or river vallj^y 
schemes, road tran3;^ort has, along with railways, successfully 
transported the numhraus materials required for their 
implementation. In our rural economy also, road transport 
has come to play an important role. It has helped to link 
up hitherto inaccessible areas with roil heads and business 
centres thereby brining prosperity to those areas. Road 
Transport has become a vital link in our communicotions. 

vantages 3* Road transport has many inherent advantages. It is 

road 

ansport. speady, flexible and easily accessible. It is more direct and 
offers door to door service. It has obvious advantages for 
particular classes of goods; costly machinery, high class 
manufactured goods and goods requiring delicate handling 
can always be carried better and in more perfect condition 
by road. It does not require many transhipments. It can be 
supervised throughout the journey. For all these reasons, 
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thdJH kind of traffic is already moved in very large quantity 
by road and it is bound to go on increasing quickly. Even 
in the matter of bus traffic# passenger service on long 
distance routes upto 300 miles or more is already becoming 
common and is playing- an import at role in the movement of 
passengers in certain areas where rail communication is 
round~about and leading to delay due to change of trains ete* 
It is also a source of substantial revenue to Government. 

In 1950 - 51 » the revenue realised from road transport, both 
by the Centre and the States, was Rs, 47*57 crores while 
this figure has risen to about Rs. 35 O crores at present. It 
has a great employment potential. Because of these advantages, 
road transport is becoming increasingly important in the 
economy of the country. It has to play a vital role in the 
Fourth Five Year JETlan period; both with regard to carriage 
of goods on^long-distance inter-State routes, and serving 
the rural areas where the Railways cannot reach. Its 
importance is immeftse, more than the Railways, in the 
development of the economy of the States. 

4 * Accordidg to the information gathered by the 

Committee, the volume of traffic carried by road transport 
in foreign countries like Geermany, Itlay and United Iftigdom 
during the last few years was much more than that carried 
by Railways. In the United Kingdom, two-thirds of the 
inland traffic was carried by road transport. In Italy, 

72 ^ of the traffic was carried In motor■T?»hiclees.during 
the year 1963. In West Germany, there has been a steady 


. Ifatlonal 
'Highways t 
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traff 
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the ra.'H traffic® ^Thlle is.'j 

traffic waa about In 1955, It fell to 3S< f.n 19^4o 
1 almllar trend is notioeable.la the TT,S...V. 
other foreign countries too, there has been shift from 
the rallwaya to road transport during the recent duo to 

the advantages mentioned earlier, vide Annexure II® The same 
position may arise In India also in the noxt few yeartio 
A ooordlng to the draft outline of the fourth i'ive Tlan^ 

the volumo of goods traffic carried by road in expected to 
increase from billion tonne kllometrves in 9S5~66 to 
S>vOut 60 billion tonne kllonietres in 1570-71 and to^about 
150 billion tonne kilometree In 1975—7b* Pasaeiiger trafflo 
la estimated to rise from 80 billion In passenger kras* in 
1965~66 to 120 billion passenger kms* J.n 1970-7:5i and 195 
billion passenger kms® in 1975-76«. On thebbeis of the 
anticipated increase in traffic, the number of trucks would 
need to he inorehsed from 2,65,000 in I 965-66 to 4,25,000 
in^l970-71 and of bused from 70,000 to 1,0O,OOO during the 
same period# The Pourth Plan provides for an dutlay of 
te» 65 orores In the public sector and reckons on an 
Investment of Bs, 630yorore8 In the private sector to achieve 
expansion of the order indicated above# La keeping with 
the general growth of road traffic, there is bound to be 
very great Increase In the tntea>-State traffic also# 

5® The growth of national highways during tbe last 

three Plans has given a great Impetus to Inter-Otate 
transport# The national highway system has-many missing 
links and its development has yet to reach a uniform. 
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HoveTor, In spite of the many drawbacks, the 
raoTrement of inter-State traffic for goods is increasing 
very rap5.dly* 

6* The Importance of Inter-State traffic growing so 
vapidly and becoming as important a matter for considera¬ 
tion as railways for the economic development of the 
country bringing us to the taxation of this section of ro 
road transport 9 As Inter-State transnort by road was 
in a veiy primitive condition 20 years back^ no one 
envisaged a future where it will be playing as Important 
a role as railways in the economic development of the 
country* Technolog:2.cal development was such that it was 
then considered to be and likely to remain a local mode 
of transport* In the Gonstltutlon, therefore, this was 
left to the States to deal with* However, the develop¬ 
ments of the last two decades have shown thgt the Inter- 
State aspect is as important as movement within the State* 
The question having been left to the States to decide as 
they considered proper, each State has developed accord- 
Ing to its own circumstances and requirements. The resu 
result has been differing rules and regulations regarding 
taxation not only of vehicles for Intra-State Transport 
but also those which are engaged in Inter-State traffic* 
^resent position in the various States regarding taxation 
of vehicles both pasengers and goods is indicated in 
Annexiures III to VII* 

7, Taxes on motor vehicles or their operation on roads 
which are within the legislative powers of the Union are 

onumeratad,-in List I in the Seventh Schedule to the 

... 12 /- 
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Motor 

Vehicle 

TaX) 

passenger 
and goods 
tax. 


Constituion and those within the legislative powers of 
the States are mentioned in List II* Items falling in the 
v^oncurrent field of legislation are mention in List III. 
Residual powers of taxation vest in the Union* 

The taxes which are, or may be, imposed on motor 
vehicles and the entries in the Union, State and Concurrent 
Lists under which they fall, are Indicated below s- 
Unlon List (List l )t , . 

Duties of customs on motor vehicles, spare parts, •* Entry 83 
accessories, itiel and lubricants' 

Duties of excise on motor vehicles, spare parts, - Entry 84 
accessories, fuel and l.ubricants 

Inter-State sales tax oh motor vehicles and spares Entry 92~A 
State List (List II) 

Tax on the entry of goods into a local area 

for consumption, use or sale therein - Entry 52 

Sales tax on motor vehicles, spare parts 

and accessories and motor fuel - Entry 64 

Taxes on goods and passengers carried by 

road(and inland waterways) - Entry 66 

Taxes on vehicles, whether mechanically 

propelled or not, suitable for use on road subject— Entry 57 
to provisions of Entry 35 of List III 

Tolls - Entry59 

Concurrent List (List Illlt 

Principle's on which taxes on motor - Engry 35 

vehicles are to be levied. 

8. At present, motor vehicles tax is levied by all States* 
However, taxes on passengers and goods, carried by motor 
vehicles are being levied in Assam, Bihar, Gujarat, Kerala, 
Madhya Pradesh, Madras, Maharashtra, Mysore, Piinjab, 


..* 13 /. 
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Haryana, Haja,sthan,-''r7tt-ar 'Fmdijsli. and 

The Governnents of Nagaland and Qriasa are contemplating 

legislation to provide for levy of these taxes, 

9c No legislation has been undertaken so far 

either by the Central Government or any of the State Govern¬ 
ments laying dov/n the principles of taxation on motor vehicles 
.under Entry 35 in the Concurrent List# 

Freedom of 10. Inter State commerce falls in the Union ListCEnt^y 
interest ate 

commerce. 42)o Pat't .Kill of the Constitution deals with freedom of 

trade and commerce. Under Articles SOD in that Part, trade, 
commerce and Interecourse throughout the country are>-to be 
free. Under Article 302, Parliament can, by law, impose such 
restrictions on the freedom of trade, commerce or interecourse 
between one State and another or within any part of the 
territory of India, as nay be required in the public interest. 
Under Article 304, the legislatiirG of a State can (a) Imnose 
on goods imported from other States any tax to which similar 
goods manufactured or produced in the State ^re subject, so 
as not to discriminate against the goods so Manufactured 
or produced and (b) also impose such reasonable restrictions 
on the freedom of trade, commerce or intercourse with or 
vrithln the State as may be required in the public interest. 
However, no Bill under the provision (b) can be introduced in 
the State Legislature without the previous assent of the 
President. 

Previous 11. The levy of taxes on goods and passengers carriec^ in 
sanction 

:f Presi*. .unootor vehicles under Entry 56 in List II has been held by 
lent to 

Bills Courts as a restriction falling.^within the. .purview of Part 

seeking 

.. . 14 /- 
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XIII of the the-prov-lsions of 

/ 

Articles 301 and 304 thereofo All Bills seeking to innose 
tax on passengers and/or goods carried in motor vehicles 
require the previous assert of the President, before they 
Can be introduced in the State Legislatures* The State 
Governments, therefore, usually refer such Bills to the 
Government of India for the necoosavy clearance before 
Introducing them in their Legislatures, 

12, The powers of the Centre under Entry 4.2 i.n the tJnion 
List in the Seventh Schedule to the Constitution have not 
been clearly defined; particularly those in relation to the 
taxation of inter-Sj^ato transport. Apparently the exporession 
“Inter-State trade and commerce" can also be considered to 
include inter-State transuort and the taxation thereof. This 
view gains support from Article 301 of the Const:l^,tution 
which provides for the freedom of trade, commerce and inter¬ 
course throughout the country* On the other hand, power to 
legislate on taxes on road transport and goods and passengers 
carried therein is specifically^mentioned in the State List 
(Entries 56 and 57)in the Seventh Schedule to the Constitution, 
No effort seems to have been made so far for getting the 
position clarified. Such clarification is necessary for 
laying down the legal framework for the development of inter¬ 
state Transport* The demarcation of powers for regulation 
and taxation of inter-State transport and the authority to 
legislate for it will have to be studied and examined 
throroughly at the highest level in order.^io-dehermine 


.., 15 /- 
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what legal steps might be necessary to deal with 
irter-^^tate 'transport by trC'uini±-3^±on 

that 



5- 16 - 


Mode of 
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of transport 
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n H. A P T E R ~ 3^ 

Ti ym^'R STAT^i 'TRANS POR T 

The regulation of commercial motor vehicles is done 
lergely through a system of permitsa Section 42(1) of tha 
Motor Vehicles Act, 1939, lays dovn that the owners of a 

V 

transport vehicle should not use or permit the use of a 
vehicle in any public place except in accordance with the 
conditions of a permit granted or counter-sig?ied by the proper 
authority* These permits specify, inter-a1ja, the route or 
the area of operation of the vehicle. Stage carriages are 
generally permitted to operate on specified routes and 
public carriers in specified regions. The area of the region 
so specified in the permits differs from State to State, but 
it has not to be less than the entire revenue district of 
a State or the whole area of a Presidency town as per the 
provisions of Section 44(1) of the Motor Vehicles Act. 

2. The Authority for the grant of a primary permit to 
a vehicle is generally the Regional Transnort Authority, 

A permit granted by this Authority entitle'^ the vehicle to 
operate within the region but, if it has to operate in any 
other region in the State,it has to obtain counter-signature 
on the permit by the Regional Transport Authority of that 
other Region. The State Government may relax this provision 
so that a permit granted in one region is made valid for 
operation in the other region within the State without counter^ 
signature. During the past one decade, each State Government 
has followed its o^ni procedures in respect of the area where 
the vehicles are to operate under primary permits. However, 
almost all State Governments have since accepted the need for 


.... 17 /- 
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nter-State 

ennits. 


‘ficulties 

inter- 

ite 

•rations. 


the grant of primary permits valid for the entire State 
and this policy is being gradually Implemented* 

3o The procedure for obtaining permits for operation in 
Inter-State regions is given in Section 63(1)of the Motor 
Vehicles Act, according to which, a permit issued in any one 
State is not valid in any other State unless counter-signed by r 
the State Transport Authority of that other State or by the 
Regional Transport Authority concernedo The procedure for 
counter-signature of permit by the other State Transport 
Authority or the Regional. Transport Authority is the same as 
that for the issue of a primary permit in the ’home* Statef^* 
in respect of inviting applications, hearing of objections, 
selection of applicants for grant of permits etc* However, 
this procedure may be dispensed with when counter-signature 
is done as a result of reciprocal agreement between the States, 
If a vehicle operates in two States by obtaining a counter- 
signature in the State other than the home State, it is 
considered to be possessing an inter-State permit vjhich is 
just an extension of the primary permit made valid in the 
other State by virtue of counter signature* 

4* The motor Vehicles Act does not contain a separate 
procedure for regulation of transport vehicles on long 
distance routes traversing more than two States; as such, 
an operator desirous of plying his vehicle on multi-State 
routes has to go through all the complex procedures for 
obtaining the counte^r-signatures on his permit in all the 
♦ ,^tate where tW vehicle is registered. 

..18/- 

V 
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intervGning States through which he may wish to operate. 

The authority in each States has the right to specify the are:, 
or route which the vehicle can traverse, the raaxfeum laden 
weight which it is to carry, the freight rate to be charged, 
the truclc terminals, repairing and warehousing facilities 
vrhich are required to be maintained by the operator and supply 
of statistics® For example, when a vehicle registered in 
Delhi has to travel to Bombay, the owner of the vehicle has 
to obtain, in the first instance, counter-signature on his 
primary permit from the authorities in Haryana, Httar Pradesh, 
Rajasthan, Madhya Pradesh and Maharashtra© The Operator has 
also to abide by the conditions which the State authorities 
concerned might impose under Section 63(2) of the Act at the 
time of granting Jrhe counter-signature. 

In addition to these obligations under the Motor 
Vehicles Act, there are several other State Acts which 
likewlseaaffeet the operation of motor vehicles in those 
particular States. The Motor Vehicle Taxation Acts require 
that the vehicle should pay a tax at the rates fixed by the 
State Grovernments and also obtain a token indicating therein 
that such tax has been paid. The Taxation of Passengers and 
Goods Acts of the States also im.pose a similar liability on 
vehicle operators in regard to payment of tax, raa.lntenance of 
accounts, and other details. 

The SgG.es Tax Authorities and more recently the Civil 
Supply Authorities require a public carrier to carry particular 
types of ■xio<mimGnta.,in..,rGRpec-t-..of the consignments carried in 

C.19/- 
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the vehicle with such details as may he reci’.iired hy them. 
Thi.SuJ7ss. resulted-o-f. i:.y5<?ercie^^ :jid 

checkposts en-rcute-where the vehicles are detained for 
V2r±flcation of doouments^ Further ♦ the operators are 
required to adhere to different laden weight restrictions in 
each State and also go through the vematicus procedures 
at every octroi checkpost falling on the route. Therefore, 
the liability of a publiccarrier is to as many authorities 
as may be specified in every State through which it 'ilne^atoB^ 
Besides the above difficulties, inter-State operators 
are also subjected to multiplicity of procedures in each 
State. Regarding only taxes, their rates, basis of 
assessment, period for which they are collected, the agency 
for collection, the method of payment etc, differ from 
State to State. Pour statements showing the position in 
respect of these m^atters in relation to motor vehicle tax 
and taxes on passengers and goods carried in motor vehicles 
are given in the Annexures III to VI. The Motor Vehicle 
Taxation Enquiry Committee had suggested in 1950 that in 
the interest of uniformity, the basis of motor vehicle tax 
should be the registered laden weight for trucks in all 
States, This suggestion did not involve any loss of revenue 
to the State Governments, Nevertheless, there are sorae 
States and Union Territories* which continue to collect 
vehicle tax on the basis of pay load or the unladen vreight 
of the vehicle as the case may be. 

♦Rajasthan, Uttar Pradesh, Punjab, Haryana, Assam, Finnchal ^ 
Pradesh, Manipur and Tripura. 
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Absence of 
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5* The mlniinun period fbr which tax is payable for a 
temporary permit differs from State to Stateo In certain 
States this period is one week while in many others, it is 
one month* In Maharashtra and Giyiarat, the tax period, as 
related to the calendar month, which means that a vehicle 
registered cntside reaching Bombay on the last day of a 
month and retn-ning on the 1st day of the subsequent month 
has to pay two full months ta.x to those States o A table 
showing the minimum period for which the tax is payable by 
a vehicle for operating on temporary perm.it in different 
States is given in the Annexure VII. 

6* Disparities also exist in the pa^cuent of taxes on 
passengers and goods* The minimum period for which goods 
and passenger tax is payable is one day in Rajasthan and .-hree 
months in’Punjab* While taxes on passengers and goods have 
been amalgamated with the vehicle tax in Andhra Pradesh 
and provision for compounding them exists in m.aiTy other 
States, there are still some States which do not permit 
composition of either passenger tax or goods tax. Particulars 
are given in Annexures V ani VI, All these differing rules 
and regulations serve as impediments to the free flow of 
traffic and involve delay. 

7* One of the impediments to the development of inter¬ 
state transport has been the obligation of the operators to 
pay taxes both to the ‘home’ State where the vehicle is 
registered and to the other Ststes through which it passes. 


pi 
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in the early years of fifties, i^orae States had entered 
into ffiuvuol agreements permitting the operation of a specified 
number of transport vehicles on intar-State routes, but such 
agreements did not exist in all the States. The negotiations 
betr-reen the States had been generally of a prolonged nature 

AI 

and had often failed to produce any agreement. Instances 
were common of transport vehic].es having had to stop at the 
border of a State in the absence of any mutual agreement and 
passengers and goods had to be transferred to other vehicles. 
These difficulties have, however, been mitigated to some 
extent at present, 

8. The grant of inter-State permits for operation in 
contiguous States is at present determined by reciprocal 
agreements betx'/een two State Government according to which 
a specified number of vehicles registered in State 'A* is 
allowed to operator in State ’B' without the need for the 
payment of vehicle tax due to State 'B’ in return for an 
equal or agreed number of vehicles from State ’B’ operating 
in State 'A* and en;]oying similar exemption from paymient of 
vehicle tax. The vehicles operating under such agreements 
are subjected to "single-point levy". These agreements have 
been arrived at by the State Governments largely keeping in 
view the interests of their or-rn operators ard. the revenues 
of the States, The reciprocal agreements do not generally 
provide for a single-pcp.:it levy in respect of vehicles 
operat-ing on temporally peT*Trjt?:^ In many States, the urinciple 
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Under tit Ills a- 
tion of the 
truokliig 
incus-Gry. 


of single-point levy does not cover taxes on passengers 
and gocdso*^ 

9o Trucks operating on long distance routes covering 
more than two States are required to pay vehicle tax and 
goods tax to all the intervening States even on regular 
pemitso 

10. Although the groirth indices shown in Chapter 2 
suggest that there has been great progress in the field 
of road transport according to the number of vehicles 
registered in the country and the extent of traffic 
carried by them, yet in one section of the industry 
progress appears to be poor, E^ren after 15 years of 
planning, the average utilisation of a vehicle remains 
as low as 1,29,000 tonne-kilometres a year in 1965-66. 

It means that a vehicle with a pay-load of 9 tonnes with 
load feetor at 70^ operates only 60 Khs, a day# This also 
indicates that the industiy is not able to utilise even 
50^ of Its rates capacity. On the basis of the 
estimates in the draft outline of the 4th Plan, the 
utilisation of a vehicle would be increasing from 
1,29,000 tonne-kilometres In 1965-66 to 1,41,000 tonne- 
kilometres at the end of 1970-71 as per the table given 
below 

view of the merger of Tu,P.&, with tii"-; vohiclc tax", in 
Andhra Pradesh, the reciprocal agreements betv’-een 
Andhra Pradesh and Madras rr.d A:edhra Pradesh and pys ore 
extend the benefit of single-point le-^rr l:o taxovS on 
passengers and goods alsOo 


« % n • 
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Tonric-kilcmietres 

Number of 

Yeqr 

carried by roal 

t-r alls Tj art. 

trucks • 




195051 

1960-61 

■7,500 

&^9d0 

17;300 

81,038 
1,19,097 
1,71,045 
2j65,000 
4,25,000 

1965-60* 

1970-'71’^ 

33.000 

60,000 . 


♦Estimated, a 


.1-X • 

The five State? 

5 of Kaharaj 


Avorafre 'dGlll--i11 
per tri'c>r 


(Ii:. tomie~kiio2iet.reP)' 

67,COO 
1 , 75 ;COO 
1.00,000 
1,29,000 
1,41,000 


A;idhra Pradesh and Kerala have entered into a special 


reciprocal agreement for the multi-St ate operation SS pu.blic 
carriers in these States. The main provisions of the schemer 
contained in this agreement are that each State will authorir 
the issue of permits to 200 vehicles to operate on all 
National Highways and State Highways of all the five States, 
In addition to the taxes payable to the home State, each 
vehicle will pey a surcharge comprising vehicle tax and goods 
tax,at the rate of of Rs,500 per annum to each of the other 


Sta'ies^ this means that a vehicle will have to pay 
Rs. 2,000 per annum in all for operating in all the other 
States covered by the agreement. This amount is to be 


paid to the home State who will pass on the share due to 


;udy Group 
1 Motor 
jhicle 
ixabion. 


the otter States* 

12, The Study Group cn Motor Vehicle Taxation has 

made a detailed study of the problems facing inter-State 
road transport and suggested many remedieSo Particularly 
in respect of taxation, the Group has, after careful study, 

recomm( 3 nded a new scheme to eliminate the various, procedural 
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difficulties connected with taxation and also to extend the 
principle of single point taxation to vehicles operating on 
multi-state routeSo It has suggested a graded system of 
inter-state stan.dard tax based on the distance covered by 
a vehicle outside its home State* The full scheme as 
engisaged by the Study Group is given in Annexu-re VUlo 
139 The main features of this scheme are that a vehicle 

operating on inter-State route willbe liable torpay taxes 
on two counts, viz®, (1) to the State Go-^rernment where it is 
registered at whatever rates prevail therein and (2) a 
uniform graded system of standard tax also payable in the 
home State for operating on routes outside the Home State. 

The maximum of this tax is proposed to be B.s.2,500 per annum 
for 11 tonne RLW and Rs.3,000 per annum for other heavy 
vehicles of mor^ than 11 tonne R.L.W. According to the 
scheme, the tax llahllity of a truck will depend proportionat 
ly on the distance covered as per the following scales 

Distance ' Tax , Payable ' 

First 60 Tillies outside the 
"Home State” (the State of > Nil 

registration of vehicles) 

From 51 to 150 miles outside home State 25^ of the Standard T 


From 

151 

to 350 

—do— 


-do- 

From 

351 

to 600 

-do- 

755^ 

-do- 

Over 

600 

miles 

-do- 

100^ 

-do- 



We-have carefully 

considered the scheme 

suggested 
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"by the Study Group and given our views in ti- ; concluding 
portion of Chapter 4. 

jnming up. 14. The necessity to develop intor-Ct'’ tr^hsport 

in the present context of economic dc-’-'l'''^ '’•■t is undis¬ 
puted 5 such development is, however, mi f ■'lible so long 
as the taxation and licensing policies v.ot simplified 
and the principl.es of taxation and roni- i’ ns governing 
them made uniform throughout the coun^ . "he recommenda¬ 
tions of the various Committees, Study c and other 

bodies will, therefore, continue to be 'n f^ectlve as long 
as there is no Central legislation to I 'v ^ ewn uniform 
principles of taxation and licensing for' tlio whole country. 
The Central Government will have to co'v, id r ways and 
means to overcome these shortcomings ;.;o i/rv't a Central 
authority can bo constituted to carry rb, these objectives. 
We have discussed these matters in the n r/ct Chapter. 
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CHAPTER ~4 

R E^IIXA TIO.N .ANI).. OP INTER STAIR ROAR TR /HSPOHT. 

The Idea of setting up a central agency for 
regulation and development of Inter-State transport was 
mooted at the time of formulating the Second Five Year 
Plan. It was felt that there was greater need to coordinate 
all forms of transport as adiunots to each other in order to 
provide a hroad base of transport supply for the realisation 
of Plan targets® But coordination of road tranwsport was 
found difficult as each State had followed its own pattern 
of regulation and taxation of motor vehicles. There was 
not much uniformity between them, ' This created impediments 
for vehicles to operate onlier-State routes® The efforts 
of the Centre to bring about reciprocal agreements between 
the States for inter-State movement of vehioles had not 
borne much result. The Central Government had, therefore, 
decided to take over the regulation of inter-State road 
transport under Entry 42 of the List I - Union List - in 
the Seventh Schedule to the Oonetltution, The Joint 
( Select ) Committee of Parliament to whom the Motor Vehicles 
( Amendment ) Bill, 1955 bad been referred, was of the 
unanimous opinion that a Central Body should be set up 
for this purpose* This was named as the ’Inter State 
Transport Commission’ and Sections 63A to 63 c of the Act 
defining the set up of this body were introduced through 
the Motor Vehicles ( Amendment ) Act, 1956* 
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gxlsting 2# Tbe Inter Stete Transport Commiseion was thus 

VLachJrery. 

constituted by the G-overnment of India on the 8th March, 

1958* It oonaiata of a Chairman and,such other memhers, 
rot being 3,eaa than two, as the Central Government maj'' 
think fit to appointo In actual practice, the number of 
other membere bee varied between two and fouro For' the 
■purpose of assisting the Commiasion in the performance of 
its functions in relation to any area or route common to 
two or more States, the Commission has to associate with 
itself, for such purposes as may be prescribed, 
representatives of each of the Governments interested, 
who is to be chosen by theGovernment concerned• A 
person so associated bas the right to take part In the 
relevant disoussionso 

unctions 3. Section 63(2) of the Motor Vehicles Act, 1939, 

3 contained 

n the Motor deasrdbee the 'powers and functions of the Commiseion as 
abides Act. 

under* 

The Commiseion shall perform throughout an inter¬ 
state region all or such of the following functions 
as it may be authorised to do by the Oontral Govern¬ 
ment by notification in the Official Gazette, namelyi- 

(a) to prepare schemes for the development, 

coordination or regulation of the operation 
of transport vehioica and, in particular.^ of 
goods vehicles in an inter-State region;' 

(h) to settle all disputes and decide all matters 
on which differences of opinion arise In 
connection with the development, coordination 
or regulation of the operation of- tranaport 
vehioles in an Inter-State region; 
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(c) to Isene dlreotlons to the State Transport 

Authorities or regional Transport Authorities 
Intereated regarding the grant, re'';oor:tio'. 
and suspenaion o£ permits and of oounaer- 
slgraturee of permits for the o'teravion of 
tranarorc vehiolee respect of any ronto 
or area common to t?/o or more States 5 

(d) to grant, r^fvoke or suspend any permit or 
countersign any permit for the operatior of 
any transport rehlole in respect of suco 
route or a'roa common to two or q|pre Stages 
aff may he epooifie.l in this behalf by the 

Co ntral. Go'^? ernmunt 3 

(e) to perform such other functions as may he 
prescribed by the Central Government under 
Section 63 O 0 

4* The Commission has also been empowered to exeroiee 
and dtaoharge the follow'lng functions under rule 21 of the 
Inter State Transport Commission Rules, 1960s- 

(i) olassiflo'^tlon of routes and areas as -Inter- 
State routes and inter-State areas for the 
purpose of developing road motor transport; 

(li) survey of the requirements of any inter-State 
region for road meter transport; 

(ill) examining how best the additional requirements 
of such region oan be met; 

(iv) Preparing detailed schemes for provision/or 
improvement of motor transport faoilities 

in specific inter-State regions and advising 
the Central Government and'the State 
..Governments regarding the manner of 
implementation of such eohemes; 

(v) division of traffic in inter-State regions 
among the States concerned; 

(vi) Specifying the conditions which may be 

attached to a permit in respect oi an inter¬ 
state region, subject to the provision of 
Chapter IV of the Act; 

(vll) fixing the maximum and minimum fares for the 
carriage of passrn^^rs in. an inteam-State 
region; 



(viil) fixing the maximum and minimum freight rates 

for the voriooff kinds of goods to he carried 
in an j.nter—.S ♦late region^ and laying dcwn the 
ccndltilono for the carriage of a'lch good^? 

(ix) requiring the holders of inter—State permits 

to furnish such periodioal returns, staiTistics 
and other information as the Oomniesior may, 
from time to time, desirei 

(x) advising the State Governments in the matter 

L -I 

(a) taxation of motor vehicles^ 
fb) load restrlotIona; and 
(o) raticnallcetion of goods transport 
ser-rices in Inter-Stato regionsj 

(xl) assisting in the oonplueion of reeiprocal 
arrangements amcnget State Governments for 
the smcoth and efficleiTt: operation of inte 2 >- 
State motor transport servicua; 

(xli) devising ways and mearaa of extending road 

transport to inter-wState regions where there 
is scope for its exteneionwithouf cieating 
uneconcniic competition wit a other means of 
transport already avliable or likely to 
hsoome available there; 

(xiii)coordinating the operation of transport 

vehicles with other means of transport in 
inter-state regions so as to ensure that; 

(a) there is no unecpnomic competition between 
the motor transport operations inter-se 
and between motor transport and ether 
forms of transport; and 

(h) there is no duplication or waste of 
transport capacity; 

(xiv) regulating the timings of the passenger bus 
services in inter-State regions so as b^ to 
serve the convenience of passengers; 

.,(xv) advising the Central Government from time to 
, time in'regard to such measures as may be 
necessary for an Integrated and coordinated 
development of inland tranvoport resources of 
the country and their optimum utilisatoonf 
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(x'^^ii) coi"ven?.r.rr meetings of the represente'’;?.'';-’/ ef 

Ste Cro^.' 3r:'-;ment' motor trors'.-.ort oper' . > 

and. .LJ-VijerG'll3 conoe.^neG^ 
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tiav deem 


(xx) doing all other things to faollii’''-te the 

Y^roper cax'-'/ing on of tic-.' lunc-''’iS cf the 
Commissionc 


r,. The Commission has so far been given the powers 

un'er clauses (a). (h),io) and (e) in para 3 above. The 
powers under clause (d) viz., to grant, revoke or suspend 
an inter-state permit or countersign any such permit in 
r.Gioct of the routes or areas specified in this behalf 
bv the Central Government have not so far been vested in it. 

The powers given to the Commission are, however, 
r>.;:tricted, regarding clause (b). Under a convention 
••ipiN. el to between the Minjstrlea of Home jiffaire and 
Tr-.naport, the Commission is to discharge its functions and 
Btotutory duties as laid down in the Motor Vehicles iot, 
on]v as long as it can secure the agreement of the States 
corcorned. Where there is a dispute or disagreement 
betv/ ion the Commission and the State or het’A'een one State 
an ] 'inother which the Commission is unable to resolve the 
CMir-isslon is reauired to refer the matte’':'r d'' 


to 
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the concerned Zonal for bringing abont a settles 
ment. There are 5 snch Zonal Connells. The ComTnlssion 
can issue a directive under the Act only if the said Zonal 
Council is unable to settle the dispute. This procedure 
Inevitably results in delay in the settlement of disputes. 

The procedure as envisaged in the convention 
referred to above obviously comes in the way of working 
of Inter-State road transport. The Commission has become 
a mere advisory body whose functions are very much 
restricted to bringing about agreements between the 
State Governments concerned in the matter of issuing 
permits, 

Mysore 7* The powers to issue directions under clause (c) 

High Courts^ 

ruling. have also been clrcumS'irlhed by Ji^dgenient of the Mysore 
High Court. A directive was issued by the Commission 
prescribing certain conditions for the selection of 
operat6rs by the State and Regional Transport Autjsorlties 
when a permit for a goods vehicle was to be granted in 
respect of an-lnter-S^ate route. On appeal, the Mysore 
High Court held that the Commission could not issue a 
directive to State Transport Authorities in the matter of 
selection of applicants for the issue of permits as it is 
a judicial function, which should not be influenced by an 
outside agencj’' including the Inter-State Transport Gomnlsslon, 
It would thus appear that the Commission at present 
is allowed to exercise powers contained onXy in cluase (a) 
in Section 63A(2) alone© 
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8# leaving regard to the constitutional set up and the 
linitaticns binder which the Commission waS reauired to 
function, the record of performance of the commission 
duringthe last 8 years has been ccmnigidable. It has 
tried to bring about agreements between a number of 
contiguous states and it has tried to help the cause of 
inter-state transport by bringing about zonal agreements. 

The Commission has also tried to get greater facilities 
for issue of regular permits for inter-State operations 
and a number of such permits have been jssued, 

9, The various reciprocal agreemoits betv:een States 
have helped the movement of traffic in contiguous States. 
However, such agreonents do not lead to full developnent of 
inter-state Transport as they have many drawbacks. These 
might be briefly mentioned here, 

(a) Most of the reoeiprocal agreements are based on parity. 
This basis cannot meet the situation v/here the State are of 
inequal size, differ in traffic generation, vehicle 
population road condition and general economic development* 

For Instance, there can be no parity between Goa and 

/ ♦ 

Maharashtra, Orissa and Andhra Pradesh* Parity between 
such States would not be taking into consideration the 
demands of traffic* 

(b) There is possibility ( and this was mentioned by 

some operators) that the principle of parity might lead to 
unfair competition in the States where the level of taxation 
is higher than in neighbouring states* -— 
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(c) As stated In para 8 of the preceding Chapter, 
vehicles under regular counter-signature enjoy exemrtion 
from the payment of vehicle texted the neighbourlnr tes 
covered by the agreonent; but the passenger and goo ’" tax 
has to be paid to both the states>f^. Apart from tho 
difficulty of paying it to more than one author! t's It 
causes hardship to the operator as he has to mairt'^ ’’^' 
detailed accounts and submit returns to the autho’-’ ti os 

in both the States. In case of goods tax the ha-r'^'-' ^’r is 
still greater. The difficulties of multiple tar?.^ or still 
persist inspite of reciprocal agreements, 

(d) A serious limitation of reciprocal agrro’^oits is 
that they provide no relief to operators plying on r^^utes 
covering more than two States. There may be reciproc ity 
between Maharashtra and Delhi but the Interveninr yVntes not 
being the parties to such agreements, insist on t/ i; payment of 
vehicle tax and goods tax from the operators, evnn if they 

do not pick up or unload goods in those States. 

We, therefore, feel that reciprocal agreements hove 
not been able to remove a number of handicaps in the. way of 
inter-state operations. 

10. The total number of trucks in the country i s about 
2^ lakhs; out of these, those that ply under ' • ' permits 
in contiguous States are estimated at 25,000r, T’,( number 

♦ The newly signed South Zone Agretanent prov.lr-ne -r p^ymoit 
of both the motor veb-lclo tax and goods tr'; ; ' jn the 

home State, 



plying under regular permits on multi-State routes is 
only a few hundreds. Although the inter State Transport 
commission hss Issued dlrectioiis to State authorities to 
grant 726 multi- State permits, the numte r of such permits 
issued so far is only 163o This might be due to the 
difficulties to which muSSi-State road trans'port is subjected. 
Quite often even v/hen an offer of permits was made, there 
was no operator to come forward to accept that offer. The 
operators are required to pay vehicle tax and also goods 
tax for the whole year to each and every State which the 


Regulatory 
powers of 

I.S.T.C, 

Inadequate. 


vehicles traverses. In the circumstances, the operators 
probably prefer taking out tem'porary permits only -for short 
periods as and when they have an assured load, 

11 , The facts mentioned in the preceding paras show 
the inadequacy of the regiilatory powers'vested in the Inter 
State Transport Commission, It is clear that the pwer of 
regulation by itself is not of much practical value as 
long as the Commission has no power to ensure tolfljrm 
prlnd pies of taxation for inter-state movement of traffic. 
The taxation tariff of each State being different, the 
road transport operations are necessarily delayed, by 
multiplicity of taxes and the procedures connected thereto, 
ancoth flow of traffic is not, therefore, possible under 
the prevailing conditions. Therefore, the fundamental 
issue to be resolved is that of taxation. Any regulation 


cannot become effective without the power to and 


regulate taxes. We are of the firm view that the power 
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of taxation is necessary for enabling the Commission to 
carry out its work effectively. There is no denying the 
fact that the powers vested in the inter-state Transport 
Commission, even if allowed to be exercised fully, do not 
enable it adeuejuately to fulfil its intended functions of 
development, coordination and regulation of inter-state 
transport# We,therefore, feel that appropriate measures 
should be taken to vest in the Commission the authority to 
levy tax* in inter-state Transport within such framework as 
may be approved by Parliament# 

12. The Committee on Transport policy and Coordination, 
while considering Inter-State road transport proposed two 
sets of permits, viz,, inter-state permits and Intsa-State 
permits# While the regulation of vehicles operating within 
the States was to be left entirely to the control of the State 
Governments,the Committee suggested that Inter-State transport 
should be taken over by the Centre, They recommended that 
inter-state permits both for buses and trucks should be 
issued under the authority of the Inter State Transport 
Commission, the actual permit, however, being Issued by the 
State authorities. They also recommaided that the peresent 
reciprocal agreanents for determining the number of permits 
need not continue. In respect of taxation, the Committee 
desired that there should be uniform rules for all inter¬ 
state vehlcL es and such vehicles should be free to pass 

through, the territory of anv State i^lng enroute.__ 

♦Tax wherever mentioned for inter-State transport Includes 
taxes on carriage of goods and passengers as the case may be 
under Qitry 66 in list II, 
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13. VHille we are in broad agreement with the suggestion 
made by the Committee on Transport Policy and Coordination, 
we would for practical considerations, suggest certain 
modifications therein. In practice, difficulties might 
arise in operation of vehicles of there are two sets of 
permits* one for purely intra-state traffic and the other 
for inter-state traffic. There might be complications 
inside a State as the state Ciovernment wouldh?5ve no control 
over an inter-state vehicle registered in the state and 
might not look with fa-'^-our on such a vehicle. Moreover, 
it might not be possible to check the activities of an 
inter-state vehicle inside the Sf-ate where it has its 
centre of origin. There might be complaints of contravention 
of rules by such vehicles Indulging in intra-Btate traffic 
also* 

lability to 14, VTe feel that basically a commercial vehicle should be 

ome State. 

registered in a particular State where it normally resides 
' and the primary permit shonld be issued by the Home State, 

It will pay all the necessary taxes to the home State, which 
will include vehicle tax and passenger and goods tax. Those 
vehicles which desire to carry on inter-State traffic also 
will have to obtain an additional permit which will be in 
fact an extension of the primary permit and which will 
enable the vehicle to carry on operations outride the State 
of origin. Such additional permit for inter-State 
operation should be granted by the Inter-?tate Transport 
Commission, though the permit itself will be issued by the 
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authorities in the home State^^actlng o.n behalf of the 


Commission. According to the proposed arrangements, every 
vehicle will be resident and registered in its ftate of 
origin while the regulation of the central authorit3^ will 
only be for the pnrpose of inter-state traffic, the 
Same time, the jurisdiction of the State in which the 
vehicle is registered in respect of levies of taxes and 
fees, vis-a-vis intra-State transport, will remMn 

unfettered. 

Definition of 1 ^- In ■'/lew of the above distinction, it becomes all the 

inter state 

transport, more necessary that the scope and meaning of the expression 
'inter-state transport' should be unambiguously and 
authoritatively defined so as to preserve in tact the 
States* present jurisdiction over intra-State transport 
while excluding inter-State transport from their purview. 
Broadly all transport movement other than intra-State 
Transport should, in our view, be classed as Inter-Stftte 
transport, intra-State being defined as transport in areas 
or routes falling predominantly within the boundaries of 
any one state of Union Territory, 

Constitutlonall6, It may well be that even under the existing 
remedy. 


provisions of the Constitution, with reference to Entry 42 
of the Union List in the Seventh Schedule, Parliament is 
competent to legislate in the above manner in respect of 
inter-state transport. If so, action should be tii en 
speedily by the Government of India to introduce legislation 
whereby Parliament could authorise the Inter-State Transport 


Commission to levy and collect taxes within the framework 
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approved by it. such lce:l3lat:on as the parliament may 
pa.Ts*should specifically provide for the assignment to 
the States of the proceeds of the levey so Imposed and the 
princip^les of its distribution. Ue have given In the next 
paragraph the framework for the levy and coli ction of 
taxes for inter-state operation of goods vehicles and the 
basis for the distribution of tax proceeds, whj.ch might 
be adopted as an interim-measure. 

Should it be found that under the existing prlivisions 
of the Constitution taxation in respect of inter-state 
transport is not within the competence of Parliament, we 
would recommend an amendment of the Constitution for this 
purpose, 

nter-stato 17. We have examined the proposals made by the Study- 

tan dard 

Group on Motor Vehicles Taxation particularly those in 
respect of Inter-State standard Tax. We feel that the 
scheme of inter-state standard tax framed by the study 
group and the criterion suggested by them ( vide Annexure 
VIII) for distribution of proceeds are ganem.lly acceptable 
subject to two Importan t modifications. While the Study 
Group has not recommended the levey of any tax for the first 
50 miles outside the home State, we are of the view that 
having regard to the present conflguation of different 
States and flow of traffic, it may not be fair to deny 
altogether a share of the tax for States in which the route 
traversed by an inter-State vehicles is less than 50 miles. 
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To obviate this anomaly, wo re'-icmmend that the first tw. 
proposed by the Study oronp be merged wl.th the tax payable 
being fixed at 25% of the standard tax. While making this 
recommendation, we are conscious that there are short enclaves 
or pockets of other States through which traffic originating 
and teminating ir the same State has someti® s to neve S in 
order to avoid traversing longer distances. With a ew to elimi¬ 
nating hardship on such intra-State movement of traffic throu^ 
short distances lying within other states, we recommend that 
a special provisions be made for exempting vehicles engaged In 
Intra S-^ate transport from payment of ta-x in such cases provided 
there is no loading or unloading in the stre-'-ch lying in the 
enclave or pocket of the neighbouring state. We further 
recommend that the quantum of inter-State standard tax which 
is to he eventually settled after consulting the State 
Governments, may as an interim measure, be fixed at Rs.2,600 
per annum on a truck with R*L.W of II tonnes and Rs.3,000 per 
annum for vehicles exceeding II tonnes R,L*W* We would, 
however, Incidentally like to draw attention to the recent 
Zonal Agreement (Annexure IX) between 5 Southern States where 
the tax including goods tax for inter-state transport has been 
fixed at the maximum of Bs.2,000 per annim for the entire Zone* 

The tax liability of vehicles plying on :’.u - . _ 

entfey :State routes under the schone recommended by us is given 


in the table below?- upto 

Standard taxs~Rs,2,500/11 tonnes R-Lr-V^ 

____..iiAS«_ 

Distance _ Tax. .Pa/'ab e _ 

Upto 150 miles(240 Kme) outside 26% of the standard tax, 

the home State, 

-- 



Frora I'Jl to 3S0 "tnl'leL* to 

5€0 ?:rr:s) .ci-itside the hone State of the stand-ard t.ax. 

From 351 to 600 miles(561 to 

960 Ens)acutside t^^e home state 75^ -ho¬ 

over 600 miles (960 Kms). 

.. - 

We have not been able to consider fully the 

question of standard t&x for passenger vehicles. We propose 

to consider this question at the time of recommending general 

principles of taxation of motor vehicles« 

et up of 13. The Inter State Transport Commission would be the 
iter-State 

pansport proper agency for regulating inter-state transport and its 
jmmission. 

taxation. We recommend that the Commission should be 
reconstituted, de novo and in addition to the powers that 
the present commission has under the Motor Vehicles Act, 
the new Commission will have a-dltional powers regarding 
taxation. The Commission will have the ai’thorlty to decide 
the quantum of permits for each State though the actual 
selection and Issuing of permits will be carried out by the 
State authorities concerned acting on its behalf. The 
commission will also levy and regulate taxes on inter-state 
transport vehicles* The taxes levied and collected will 
be realised normally by State authorities acting on its 
behalf to %be ultimately distributed to the varous States 
according to principles laid down under Article 269 of 
the Constitution. 
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ecoaimendatloSS* According to the plan that we are recommendjncy 

lent' re gar- ' 

ding I.SoT^Co the GonTaission that will cjome into being will be different 

and very mnoh more strengthened with wider powers t.h;?n tJie 

present one. Its 3tTOcti:re and fnnetiens vtiich we are 

sugresting are given beloWo In doing so, we are keeping 

in view the task that before the Commlssicn; 

(1) All power?- which at present are given under Sections 

6-3A(l) to 63G of the Motor vehic-les Act should be given to 

the new conmlsr.lon In the substantive Act itself by 

Parliament and not 3e ft to be granted by Government through 

notifications, 

(ll> In addition, the Commission will have the power 
to levy and regulate taxation of inter- State transport* 

It will also fix the rates on the basis of the framework 
laid down by parliament. It is recommended that the 
collection of taxes be carried ont generally by the States 
acting on behalf of the Commission. The Commission will 
have the authority to recommend modifications in this regard 
where It thinks necessary* 

(ill) The Commission should have for discharging its 
functions properly the power to appoint Committees of one 
of more persons for examination of specific matters and 
enquiries. It will no doubt associate representatives of 
States or specialists in adivsory capacity whenever 
necessary to enquire into or deal with specific problems in 
connection vrith Inter-State transport develojmont» 



CompAsition 

of the 
Commission. 
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As the existing Inter-gtate Transport CoTnmission is 

cr'^posed of part time officers representing indifferent 

1’^''' <''‘ests, it will not be in a position to discharge the 

f-’-n ■',i ons enumerated above. It will not be a workable 

ar-- ‘’ement to have a Commission representing different 

int T<^'-:ts as the niunber of interests which should 

ap: '■oT riately be represented is very large and decisions 

tal'.'i by members representing particular interests might 

not "cate an impression of impartiality which is 

ess ' 'ai for m.aking the work of the commission effective. 

Fur"’ ” part time members often change and it is difficult 

to hn^'’ consistent and effective working. The committee 

is strongly of opinion that having regard to the functions 

it is expected to perform, the Commission should be a high 

power independent authority. Its composition should be such 

as should inspire confidence not only amongst operators 

but also amongst the States in regard to the discharge 

of its functions. The Commission, in order to carry 

out thi; r^xearutive duties enjoined upon it, ought to be 

samll with full time monbers. In the Commlttfee's opinion 

it should be composed of three members. It should have 

a Chairri. n of a high status preferably chosen from public 

life who shonld be able to wield independent authority and 

taken- an ob,iective view of the demands of the various 

Interest.s. The other members should have wide experience 

of administration or transport or finance or economics. 

They shouil also have no personal interest in any transport 
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undertaking or automoWIe T^. t3j, R ctuning concern. In 
ordnr to gWe it recgiir^lto authority, the stc.tue of the 
Co^t^iesion should, bo sirailar to that of the TTnion public 
ser-ti.ce ccrrrisoicn, the Tariff Conr.issicn or the Pcrwarri 
Ma rk c tn Ccrrir i s s ion » 

We .need ha.rd.ly add that the Commission should be 
equipped with a proper Secretariat and also have a Research 
i^jing of its ow'i in order to discba.uge its duties, 

21, ' The powers vested 3.n the present Inter State 
Transport Comm;'i scio.n, even if allowed to be exercl -oed 
fully, do not enable it adeuately to fulfil its intended 
functions of development, coordination and regulation of 
inter-state transport. We, therefore, feel that appropriate 
measures should be taken to vest in the Commission the 
authority to levy tax on inter-state tr.ansport withing such 
a framework as may be approved by Parliament, At the same 
time, the jurisdiction of the State in which the vehicle 
is registered, in respect of levies of tax and fees, vis-a- 
vis intra-state Transport, will, however, remain unfettered. 
This makes it all the more necessary tfe t the scope and 
meaning of the expresslon*’inter-8tate transport” should 
be unambiguously and authoritatively defln.ed.. so as to 
preserve, in_tact-the gtatee •-proserrt jurisdiction over 
intre-State transport, while excluding Inter-State transport 
from their purview. Broadly, all transport moveme:.:..t other 
than intra State transport should, in our view, be classified 
as Inter-Statv transport, intra-State transport being 



as transport in areas or on routes falling predominantly 
within the boundaries of any one state or Union Territory. 

It may well be that even under the existing 
provisions of the Constitutions, with special reference 
to Entry 42 of the pnlon List in the Seventh Schedule, 
parliament is competent to legislate in the above manner 
in respect of inter-state transport. If so, action should 
be takai speedily by the Government of India to introduce 
legislation whereby Parliament could authorise the Inter- 
State Transport Commission to levey and collect taxes 
within the framework approved by it. such legislation as 
Parliament may pass should specifically provide for the 
assignment to the States of the proceeds of the levey so 
imposed and the principles of its distribution. We have 
suggested a suitable framework for the levey and distribution 
of taxes on ter-state transport, which should find general 
acceptance amongst States as an interim measure. 

Should it be found that under the existing provis ions 
of the Constitution, taxation in respect of inter-state 
transport is not w1 thing the competence of parliament, we 
would have no hesitation in recoirm' ding an amencknent oJT 
the Constitution its&lf for this purpose. 

The newly constituted Inter-State Transport 
Commission should be a full time high power independent 

t 

authority. In order to carry out the duties ai^oined 
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upon it, it ought to be a small body composed of three full 
time members, it should have a Chaiimai of a high status, 
preferably chosen from public life who should be able to 
wield independent authority and take an objective view of 
the demands of the various interests. The other members 
should have wide experience of admi istration or transport 
or finance or economics. It should have high sta'^s similar 
to that of the pnion Public Service Commission, T^ariff 
Commission or Eortfard Markets Commission. 

Sd/-B-V«Keskar, Chairman. 

Sd/-G,Ramachandran Member. Sd/-Gurjit Singh, Member 

subject to note appended to subject to note appended 

the report. Sd/-Kundan Lai, Member 

Sd/-V.G.Bhatia, Member Sd/-F.P,Antia, Member. 

SdASher Singh, Member Sd/-S.A.Iyengar, M^ber. 

Sd/-S.M. Bhattacharji, Member Sd/-B.N. Maheshwari, Member. 

Sd/-R.P, Naik, Member Sd/-P.N.Damry, Member. 

Sd/-Deokinandan Naray^, Member;6d/-C-R.Raja, Member. 

Sd/-C JJarasimha Moorthy,Member 

Sd/-N.Balkrishna, Menber. 

Sd/-Gj.an Singh, Secretary, 


—-4 6/- 
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Note of Dr. V.G, Bhatia . 

There is one aspect of the report viz. the scheme for 
inter-state taxation recommended by my colleagues, on which 
I have some reservations. In this note, i have attempted to 

explain the reasons and my thinking why I believe that the 

\ 

taxation of the inter state road transport along with the 
lines recommended by my colleagues would do more harm than 
good to the development and economic integration of the country. 

The committee hrs recommended vide chapter 4, Para 14, 
etc., in this Interim Report, a scheme for taxation*of inter* 
state transport which includes the provsions that "basically 
a commercial vehicle should be registered in a particular 
State where it normally resides and the primary permit should 
be issued by the home State, it will pay all the necessary 
taxes to the home state, which will Include vehicle tax and 
passenger and goods tax. Those vehicles which desire to 
carry on inter-state traffic also will have to obtain an 
additional permit which will be, in fact, an extension of the 
primary permit, and which will enable the vehicle to carry on 
operations outside the state of origin ( and pay the additional 
inter- State tax)". 

The Committee has elsewhere in the report, quite 
rightly emphasised the importance of road transport, including 
that of inter-state transport for the development of the 
economy. The committee has also emphasised the importance of 
having .uniformity of taxation s at least in respect of Inter- 
State operations. It has agains quite rightly emphasised the 
need for the exclusive jurisdiction of the Centre in respect 

- 47 /- 
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of Inter-State transport including taxation in inter-state 
transport and has gone to the extent of s-uggesting consti¬ 
tutional changes if Parliament is not found to be competent 
to legislate in the matter. 

Importance of road transport in the economic develop¬ 
ment of the country is well recoftgn’sed all over the world. In 
fact, experience everywhere suggests that becgue of the 
technological revolution in transport which modem road 
transport represents, the economic development and trans^rmation 
of the economy is itself accelerated by the development of road 
transport, and thus road transport has become a catalyst for 
economic development. Tliis is particularly so for the developing 
ODiantries. - In the Indian context the inter-state road transport, 
along with the Railways, assumes even greater importance in so 
far as it furthers unity and economic integration of the country. 
The recommendations of the Committee that inter-state transport 
may be considered as (merely) an extension of the intra-state 
operations is, therefore, contrary to the above outlook and fails 
to appreciate fully the role for inter-state road transport in 
furthering the development, unity and economic integration of 
the country. This is all the more so when one realises that the 
upshort of this recommendation of my colleagues that each 
vehicle desiring to carry on inter State traffic would have to pay 
an additional tax over and above all the taxes levied by the State 
where it is registered would mean that taxes on inter-State 
operations will always be more than taxes in intra-State 
operations, no matter how high and low the taxes within a 

particular State may be. in short, a vehicle would have to 

-48/- 
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pay a pemlty in-ord^r to on gage In lnter«3tate operation^ , 
Mf'reover, since tbe ccrr^-^iStee ha.e not made any 
recoiDinendstj.cn yet in regard to uniformity df ta-res leyLed 
for intra-state operations by varioTJS states, the resnit of 
imposition of an adciticnal fi^ed amount of tax for inter-state 
operations, as recormended by ny colleagues, would lead to the 
fact tfet there woiild be no uniformity of taxes paid by vehicles 
engaged, j.n inter-State operations. This result of the recommend- 
ations of t.he Corrmittee also militates against the Committee to 
earlier emphasis on the need for uniformity of taxes at least for 
inter-gtats operations, As a corollary of this lack of uniformity 
of taxes paid by vehicles engaged in inter-State operations there 
will again; be a scramble for inter-State permits from vehicles 
registered in those States where taxes are lower, with the result 
that the other states, v;here the taxes are higher, would have to 
take counter-measure to protect the interest of vehicles regist¬ 
ered in their States. The result would be that we will be back to 
where we are now and there will be all kinds of pressures, 
bargaining, and other evils which the Committee has rightly poln- 
-ted out earlier In this report. 

An argument that if we insist on a position where a 
vehicle will have only an inter-state permit and need not pay 
taxes to the state where it is registered (other than regist¬ 
ration fee of course), would not be acceptable to the states 
because they would be afrlad of loosing their revenue, is not 
convincing. We have already taken adeuate caution and provided 
in our recommendations that the entire tax proceeds realised 
from taxation on inter-State operations woudl be distributed 
between the States, according to certain — 49/— 
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criteria, in the fcrraulation of which the States would 

no doubt have a say. In any case the criteria for dis- 

tributicai would be uniform and applicable equally to all 

States. Since we expect that inter-State transport is 

likely to develop all the more so if it is not being 

penalised (By prescribing higher taxes than the highest 

in any State) that would ensure that the tax revenue 

realised fron inter-State transport would also grow and 

therefore the State’s share would automatically increase. 

Another arg^mient for the position that we have 

to insist on the vehicle to belong to a State and pay all 

the taxes for the Intra-State operations in the State 

whether it carries on intra-State operations or not, is 

the fear that if a vehicle was permitted to ply cnly in 

inter-State operations under the jurisdiction of the 

Centre, they would in any case surreptitiously carry on 

intra-State operations. Biit this would be true even in 

the present case because v;hile a vehicle is permitted to 

ply in intra-State operations v/here it is registered and 

will be permitted to operate in inter-St^te operations 

only after paying an additional inter-State tax, what would 

prevent it from carying on intra State operations in the 

other States where it is permitted to go to as a result of 

his inter-State permit and where he does not pay any intra- 

State Taxes. If cne were to be consistent, one would have to 
provide for a vehicle paying taxes in all the States fcr which 
he has an inter-State permit a position which will, of 
course, rule out any possibility of inter-State transport 
and has not been accented by my colleagues. This fear there¬ 
fore, is not quite justified. Inter-State permit could 
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be issiJed for certain routes. T^ey could be asked to heve a 
specific colour vrhlch distinguishes the vehicle from those 
ply-lng in intra-state operations, and p.rc^^ibited from carr7/-ing 
on any intra-state operatloirs. If, however, a vehicle with 
inter-state permit also wants to ply in intra- state operations 
it could be allowed to do so after pairing the necessary 
taxes in the State concerned. 

I, therefore, feel that there is no rationale for 
penalising inter-state road transport, vrhich would be the 
case if we follow the scheme recommended by roy 
esteemed colleagues. In fact, this would be very much agaire t 
the interests of the development of the inter-state traffic 
which has a vital role to play in the eevelopment of the economy 
as well as in furthering unity and economic integration of 
the country. In fact, interests of the country would be 
sejTved better, if, like Railways, road transport is also 
allowed to have telescopic rates and the levies decline 
progressively with the distance of operations, 





c03 set is ijGC zo wHte a note of dissents I wish 
to eaphasise a point or two abont whicb^-I-feel rather stron/^-pf. 
I welcome the recommendations to give powers 


and regiife te all taxes cn liLter-State tran.s^Port to the Tnter~ 
State Transport Cnrm±ss 1 cn» and to charge only one 'standard 
tax^ on inter-state transport w.hich tax will do avray with the 
present systhm of charging the M»V» Tax, the Goods, Tax and what 
not, by all the states through which a truck passes; and that 
the standard tax will be charged on a pro-rata basis (on a 
slab system) at one point only, by the home state. i also 
agree with the suggestion that standard tax would .eventually 
be evolved after consulting the states concerned. But with 
all this I find it difficult for me to agree to the adopting 
of, even as an interim measure, the formula recommended for the 
standard tax by the Study Group on Motor Vehicle Taxation 
in its report, as it is^ not to speak of the changes in the 
slabs introduced by the Committee which make it still more 
unacceptable. 

My objection to the formula is that it was recommended 
in an entirely different context. The •te-ms. of reference <f 
the Study Group required it to suggest a formula which should 
simplify the present system within adversely affecting the 
revenues of different States concerned from the levies which 
each, of them were imposing on the trucks engaged in inter¬ 
state movement and passing through its territory. The groupd 
has, as may be seen, while recommending this forrtiula, made it 
clear beyond any doubt that adoption of this formula will not 

result In any loss in the present revenue to any of the States. 
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It wes precise]y p.gaimt the lew by each of the 
States of the Motor vehicle and Goods Taxes on Inter State 
transport that the road transport industry had p.rotested 
stating that the cumulative burden was unbearable. a 
result this Committee had been set up to go into the question 
in all its aspects. Its terms of reference did not place any 
limitations on the Committee such as were imposed on the 
Study Group. 

I am conscious of the fact ttet the Committee cannot 
express itself either way about this question without carefully 

t 

going into it and examining it in some detail for which it will 
need some more time, although this is a matter which has been 
entrusted to it specifically by one of its terms of reference. 
But may I express the hope here that the quantum of the 
standarded tax and the slabs etc. will be eventually fixed not 
only after consulting the §tates concerned but also all 
other Interests Involved. 

It is highly desirable that when fixing the quantum 
the capacity of those who have to pay the tax is also taken 
into consideration. The stoppages of trucks in the recent 
past in more than one state as a protest against in^ease in 
taxes show that in the opinion of those who have to pay these 
taxes, the upper limit has already been reached. 

How I wish that the Committee had not suggested this 
formula without fuller consideration much less to have 
altered its slabs knowing as it did the essential difference 
in the terms of reference of the Study Group of those of its 
own. The committee knew also that even some of the states (at 


least five of them) had impliedly agreed that this quantum 
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Was on the high side frr t.h-sy had reconmendeti a mich lev v^ ' 
ceiling for the zonal permits which allov; a milesgo raweh 
exceeding 6 C 0 roileo betwoon the five ccnx'enanting Sta-'cs, 

The slabs as originally suggested by the Study 
Group and modified by the Gbr:a?:,lttee make it obligatory even 
for the feriTCks runnlhg betveeo-two contiguous states( now 
exempt from the MoV^Tax in all the states without exception, 
and even frcm. goods tax in some cases to pay a part of ’■'© 
standard tax. As a result, the burden of taxation in their 
case( whicii forms nearly 80 pr cent of the total inter-state 
traffic) would definitely .be more than what it is nov/. This 
is, to say the least, rot fair. 

The differential amount recommended in the formula for 
trucks with RLW of 11 tonnes and those having more is also 
unreaUstic bedause as of to day almost all the trucks ( with 
minor exceptions) engaged In inter-state transport have been 
allowed 12 tonnes RLW in almost all the States, and still 
higher in some. It v/ould have been more appropriate if the 
distinction had been fixed between trucks with 12 tonnes 
RLW and those having a higher BLW-, 

I do hope that when it comes to it, the Govemment 
will consider all these facts and evolve a standard taxC and the 
slab system, taking into consideration the formal flow of 
traffic and not jis t the State boundaries) on inter^Sta.te trans¬ 
port by consulting not only the state Govts, concei-ntfd but also 
all other interests involved so that the development of road 
transport industry in the country can receive a fillip. I am 
sure it xfill not be allowed to suffer Just becguse someone thinks 

that some revenue out of it can (^r sould be extrac-'-ed. 

iyl/—X'iO’-isn j,jal * 
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/fo PBBLISI^BB IN PART I SECTION I, OF THE NEXT 
IS31T3 C? THE GAZEI-TS" OF-INDI^ 

GOiri:R?^'lEOT OF INDIA 
^fIN3oT^l^ OF TRANSPORT 
(TRANSPORT WING) 


NEW DELHI,THE 6TH SEPTEMBER, 1965 
RESOLUTION 

No,21-T(42)/61. A cr’nprehensive examination of the 

of taxabicn on ilocoi* V3hi.clos in India -.vas rade 
I XT the I:c cor Venicle TnXavion Enqi^lry Commit 1 00 in 1950, 
Til" mor^ important recommondations nads by tear- Committee 
vora reita'raood by ths Taxation Enquiry Ocinulssion in 
1955« Smsoauontly, the rates of ta:;cs ai'ieccxng ■•fie 
eporation of meto/vehiclss have been increased, both 
bf the Cent'^al and Staiie Qover:iinent3, from tlrria to -ime, 
a'nd now levies, such as the taxes cn passongei's* and goods 
ca"riod by road, vrere also intrcducad# It has been 
represented thal tnese increases coupled with difficulties 
on account of multiplicity of taxes and of collecting 
agencies, procedural formalities etc* are factors w*-icn 
act as disincentives to the development -of road transport 
in this country. The Government of India have, therefore, 
decided to appoint a high le-vel Road Transport Taxation 
Enquiry Committee to ux'dertahe a detailed examina*^lon of 
all the aspects of taxation on motor vehicles with a 
view to recammend procedural* 3e gal and constitutional 
remedies necessary for ensuring the development of road 
transport consistently with the general development of 
the country* 


2 , The composition of the Committee will be 

as followss- 

1, Dr* B.V. Keskar (Non-official) Chairman* 

2* Shri G* Raraachandran- 

Secretary to the Gcvt.of Madras, Member 

Finance Department, 


3 * 

4. 


Shri P.N. Damry, 

Secretary to the Govt.of Maharashtra " 
Pinanco Department. 

Shri V.M. Bhide, 

Secretary tc> the Govt.of U.P* 

Finance Dopartmont. 
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mlnated 

-bsequently. 


6 . 




7. 


8 . 


9. 


10 . 


11 . 


12 . 


13. 


14. 

15. 

16. 


Shri S.A. Iyengar 

Secretary to the 
Andhra Pradesh. 
Ko'.ie Derartmenx;, 


^ovt.of 


Member 


Shrl R.P. Naikj 

Addl. Chief Secretary to 

the Govt,of Madhya Pradesh. » 

Shri S. Mullik, 

Secretary to the Govt.of West Bengal ” 
Home (Transnort) Department, 


Shri Gel. Mehtaj 
Chairman, 

Rajasthan State Road Transport Corpn, 

Shri M.S. Svaroinathan, 

Vic e~Ghairman, 

Mysore State Hoad Transport Corpn. 

Major Gurjit Singh, 

Jt, Provincial Transport Controller 
Punj ab, ” 

Dr, F.P. Antia, ■ 

Indian Roads & Transport Development *’ 
Association. 

Shri Kiuidan Lai, 

Secretary-General, 

All India Motor Unions’ Congress " 

Shri N. Balkrishna, 

Secretary, 

Association of Indian Automobiles ” 

Manufacturers’ 


Shri C.R, Raja, 

Member of Lok Sabha 

Shri Deokinandan Narayan 
Member of Rajya Sabha 

’’•Dr. V.G. Bhatia, 

Director (Transport Research) 
Ministry of Transport, 


An officer will be nominated by the Government 
of India in the Ministry of Transport to act as Secretary 
of the Committee, 

The terms of reference of the Committee will be 
as -fckllows^ 
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(a) to exaiaine the present cost of operation for 

hnlage of passengers and goods 'by road tra 2 .‘>port, 
inol-ud.ing the element of State and tax-eni 

. vhethor it has becoiae a dlslnoentive to the ^ 
healtlpr development of road transT>oH and if so, 
to vhat ertent; ’ 

Cb) to examine whether there is justification for 

correlating the rates of motor vehicles taxes 
with reference to the of fael (petrol or 

diesel) used and area of operationi 

to survey the existing administrative machinery 
and the rrocedures connected with the levy and 
collection of taxes, tolls,, etc, on motor 
vehicles in the states, and examine v^'^ether they 
hinder the smooth movement of vehicles 5 


(d) to recommend the-principles on which Motor 

Vehicles Taication should, be based anil also the 
level of taxation which will ensure adequate 
provision and development of efficient and 
economic road transnort services in the country; 

to suggest any changes in law and procedure that 

required to give effect to any recommendations 
that may be made; and 

"to make any othe recommendations germane to the 
subject matter of the ippc enquiry,' 

d. The headquarters :Of the Committee will be' at 

'ow Delhi but it will be free to visit such places as it 
:' ')7 consider necessary in connection with its work. The 
n >ntral Go^rernraent hope that the State Governments, local 
!> jdies and others connected, will afford the Committep all 
si stance it may require and furnish any information w^hich 
It may call for, ■■ 

4 .V, Committee will submit its report within nine 


■ ORDER 

Ordered that a cony of the resolutlon be communicated 
all concerned and that it be nublished in the Gazette of 
India for general information, 

Sd/-N.P. Mathur, 

Joint Secretary to the Govt.of India. 

The Manager, 

Gc'/ernmerd: of India Press- 
New De-Ihj.» 
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Madhya R-L.W- 1436 2100 For vehicles exceeding 12 tonnes 

Pradesh RLW, the levy is @ Rs.lOO per Effective from 

every lOOOKg or part thereof March, 1964 

per annum Trailers: 
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Annexure VII 


Statement showing the miniimim motor vehicle 
taxes charged for vehicles operating under 

temperar^ perm its >- 196 6 a ___ 

torries R.W 13 tonnes 

Payload tonnes Po load tonnes Pemarks 

TJaT.oW^ pA- toippes_TJ LW S-y tonnes _ _ , . - 

77K7Wro-"^-? RsTbl for' 7 days The rates are hif^her 

li)R&o2V4 for 30 days R3«337 for 30 days than those presc.iled 

for rehalar per nits. 


le rates are hiffi’ner 


Bihar Rs.54 for 15 'days Rs«107 for 15 days Rates same as for 

regular pernits, 

&i3arat & Rate of taxes are same as of regular Part of the calendar 

Maharashtra permits^ Fut if the.operators desire months is treated 
to par tax oriarterl;r, the amount would as fall month* 
be Ox the annual rate + IC/fo thereof. 

Payment for less than a quarter:- 
Quarterly rate less l-l/lftli of the 
annual rate of the tax for every 
complete calendar months which has 
expired during the quarter. Thus 
vehicles operating on temporary 
permits had to pay a higher tax* 

Jamnni & i)Rs.25 for 7 days Rs,25 for 7 days The rates are higher 

Kashmir, il)Rs,45 for 30 days Rs.45 for 30 days than for regular permits. 


Kerala i)Rs.n5 for 7 days i)Rs.l69 for 7 days -do- 

il)Rs.344 for20 days ii)Rs,506 for 30 days 

Mysore l)Rs.75 for 7 days i)R3,95 for 7 days 

il)Rs.225 for 30 days li)Rs.235 for 30 days -do- 

Madras l)Rs.83 for 7 days l)Rs.l20 for 7 days. -do- 

ii)Rs,247 for 30 daysii')RSo360 for 30 days -do- 


Orissa Rates same as regulkr permits payable for a month, 

lajasthan l)Rs,12 per day charged for one week on light vehicles 
ii)Rs,18 per day charged for one week on heavy vehicles* 

(For vehicles of other States only). 

Note*- The Acts of Motor Vehicle Taxation pertaining to other 
States do not prescribe separate rates for 'trehlcles 
p>perating on temporary permits. However, such vehicles 
have tro pay higher levies by- way of coninuer signature 
fee* 
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^ ANNSXURg mi 

SCHEME OF THE GRADUATED STANDARD 
TAX FOR INTER STAT E OE ERATORS 

Taxes on Inter Extracts from the repjpt before us that, though 
State vehicles 

Centrallsa- road transport started as a State subject because the 
tion inevit- 

-table. radius of its operation had been very limited and, 

therefore, its regulation and control could be best 
exercised by State Ai^thorities, it has now expanded 
to such an extent tliat Central assumption of 
responsibility has. become inevitable. According to 
this school of opinion, a State Government may continue 
to deal with road transport within the state, without 
prejudice to the growth of Inter-State trade and the 
traffic which it generates, we are largely in agreonent 
with this view. It is evident that the need for inter* 
State agreements and the various procedural difficulties 
that curr^etly tend to impede development of road 
transport will be obviated if some form of standard or 
uniform tax applicable to all inter*State traffic can be 
evolved. 

6.23. We would suggest that a graded scale of a tax 
based on the distance covered by a vehicle outside its 


Graduated 
standard 
tax for 


Inter State 

operation* "home state", and not on the number of States through 
which it passes or the rates of taxes in force in 
those. States, is well worth trying. The vehicle should 
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contfnno to pay the taxes charged by the statein 

which is registered but its tax liability on routes 

outsi(io the state limits should be fixed with reference 

to an -ih^olute all India standard which may be 
(* ' 

(Hsc2e‘"' '^ ner annum for a vehicle which has load 
unto 7 ^ -'nes (corresponding t- RLW upto 11 tonnes) 

( .• • I 

or ?;;.3 ■ • for a vehi.cle which has a pay load of 

over 7 ' •' nef: (RLW or over 11 tonnes) and which has 

a pem? t ''r a route 6C0 miles or above in length 

outsid'^ t ’ ?? '’Horae State", The extra- State route 

mileage nil have to be reasonably reduced, say, by 

50 miles, for the pjrpos e of the calculation, since 

under tl ■; existing reciprocal agreements, a vehicle is 

exempt f-T i tax in a conti^ous State if it has suffered 

tax in th ' '’Home State” and the route mileage falling 

in the coviMguous State is ordinarily abotit 60 miles*. 

6,24, The standard rate can be divided into the Graduated 

scale of 

following :nabs for inter-state routes which are standard 

tax, 

below 600 miles in length outside the home state;- 


Cl s !,ance 


First 50 rvi 

1 es outside Home State 

Nil 

From 51 to 

170 miles 

2^^ of the standard tax 

from 151 io 

350 ihiles 

50 ^ -do-’ 

from 351 to 

300 miles 

75 ^ -do- 

over 600 mi 

1 • 3 

100 ^ -do- 

(*^) inclv 
of goods 

.’ 3 the element 
i. ix/ passenger tax. 
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6*25* The standard tax nhonld depend not merely on 
inter S^a^e route length but also on the period of a 
permit, In respect of a vehicle operating on a temporary 
permit. That is to say, the rates suggested by 
us, via, Fs.2500/- and Rs,^,000/- relate to a whole 
year and if any vehicle runs on an inter- S^ate route 
for a smaller period, the rate should also be prop©r- 
tionately reduced. The following example will 
illustrate the point. 

If a truck with a pay loan of over 7 tonnes 
holds a permit for a period of 2 weeks on an inter¬ 
state route, which is 920 miles long and which covers 
300 miles of home state, A,80 miles of the contiguous 
State B, 200 miles of State C, 300 miles of State D 
and the remainder of 40 miles in State E, the standard 

tax will be divisible among them as follows*- , 

Nil 

For first 50 miles Nil 

for balance of 80 miles.^Q0aic3QrJ=:i,§p0-about Rs.6/- 

570 X 52 24/' 

an00s?00x2 = icop^ = about Rs.40/- 
570-x 62 247 

3000X 5-00 X, = about Fs.eV- 

670 62 247 

^QOO.x 40 X 2^ = 2pfi0 = about Bs.8/- 
570 -62 247 

About P^« 116.7- 
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State A 
State B 

State C 
State D 


TOTAL* 



—I 

In view of the fact that temporary permits 
are generally Issued for not less than a fortnight 
on long distance inter-state routes, we suggest the 
adoption of a sortnlght as the basic minimum for purposes 
of standard tax in regard to vehicles plying on temporary 
permits. 

Since a regular permit is valid for 3 to 5 years 
in the case of a bus and for 5 years in the case of a 
truck, the period element will not disturb the tax 
calculations. 

6.26o We may point out that if the above formula is 
adopted, out recommendation regarding corridor routes 
In Para 6,13 will become redundant, since a state 
will be legitimately entltli*^ to a fraction of the 
standard tax in proportion to the length of the route. 
While the corridor states will gain a share of the 
revenue raised from transit traffic, there will be no 
dlsequllibtium so far as the terminal States are concerned 
because, as "home States” where the traffic in 
question will either originate or end, they will 
reap the same revenue as in the past, 

6,27. It is also necessary to point out that the 
standard tax proposed takes goods/ passenger tax payable 
by a vehicle into account and, therefore, the vehicle 
will have no additional liability for either of these 

taxes in the intervening States, or destination. 

/ 

may mentioned that moat of the representatives of / 



operators vrho gave evidence before tjs were In favotir of sijch 
an Integrated standard levy which would be elastic without 
Involving any cufflbersome procedures or wasteful delaysj 
The following are among its other merits*- 
(1) It is equitable in its incidence; 

(ii) Its liability can be easily and definitely fixe*. 
(Hi) It is clear and simple in its procedure; 

(iv) Its collection is likely to be speedy and effective; 
and 

(v) It is incapable of evasion. 

6*28. The responsibility for the recovery of the 
standard tax will Inevitably have to rest on the home 
State which issues the route permit. Recovery of tax 
by individual States on route is not advisable either 
from the states* or the operators* point of view 
since it entails avoidable expenditure for the former 
and delay and inconvenience for the latter. The 
Uhion Transport Ministry may, in oonsultantion with the 
C!omptroller and Auditor General, evolve a suitable 
procedure for the deposit of the standard tax in the 
Home State and for its accounting and distribution to the 
concerned States, The & m of chalan for tax payment 
should contain cages for specifying the length 
of the inter -State route for which a permit is held 
by the operator, the distance covered in each state 
the period of the permit, proportionate standard » tax 



payable for the period and its distrj-button pro^rat*? 
on iclleage basis among the transit States, The 
Accountants ““General of all the S^ebes can work out 
the Aggregate tax collected on behalf of the different 
States at the end/of every quarter of the the financial 
year and arrange for the transmission of the' credit to them. 
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ANN?.XUBE -n 
South Zone Agreement 
(copy not annexed) 



